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FOREWORD 

In  this  bulletin  are  presented  the  results  of  the  Bureau's  study 
of  the  cost  of  doing  business  in  the  wholesale  grocery  trade 
in  1921  —  the  sixth  consecutive  year  for  which  such  a  sur- 
vey has  been  made.  The  reports  used  in  the  preparation  of 
this  bulletin  were  all  standardized  in  accordance  with  the 
uniform  classification  of  accounts  prepared  by  the  Bureau  in 
cooperation  with  the  National  Wholesale  Grocers'  Associa- 
tion. That  association  provided  the  funds  to  meet  the  cost 
of  the  survey  for  the  current  year,  and  it  also  has  aided  ma- 
terially by  encouraging  its  members  to  submit  reports. 

For  the  year  1921  reports  on  operating  expenses  were 
received  from  three  hundred  eighty-nine  wholesale  grocers 
located  in  forty-four  states  and  Canada.  Some  of  these  re- 
ports were  not  sufficiently  complete  to  justify  their  use  in 
the  tabulations  and  several  others  were  received  after  the 
tabulations  had  been  completed,  too  late  for  inclusion  in  the 
summary;  consequently,  the  summary  is  based  upon  the 
reports  of  only  three  hundred  forty-four  firms.  Although 
some  firms  could  not  furnish  the  Bureau  with  full  details, 
nevertheless  more  useful  reports  were  received  this  year  than 
in  any  previous  year;  there  has  been  a  constant  improvement 
year  by  year  in  the  care  with  which  the  statements  sent  to 
the  Bureau  have  been  drawn  up  and  in  their  completeness. 
Numerous  firms  that  could  give  only  meager  figures  a  few 
years  ago  are  now  sending  reports  that  are  complete  and 
accurate  in  all  details. 

The  total  volume  of  sales  of  all  the  firms  reporting 
amounted  to  $532,297,000.  For  the  three  hundred  forty- 
four  firms  whose  reports  were  used  in  the  preparation  of  this 
bulletin  the  aggregate  volume  of  sales  was  $487,951,000. 
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Beginning  in  January,  1922,  for  the  purposes  of  this  sur- 
vey, blanks  were  sent  to  2,331  wholesale  grocers.  To  those 
who  did  not  respond  to  the  first  request  for  a  report,  one  or 
more  additional  circulars  were  sent.  As  heretofore,  the 
Bureau  has  endeavored  to  extend  to  every  wholesale  grocer 
in  the  United  States  an  invitation  to  participate  in  this  re- 
search. Although  only  a  portion  of  the  entire  number  have 
responded,  nevertheless  the  results  are  gratifying,  and  the 
Bureau  believes  that  the  figures  given  in  this  bulletin  are  a 
fair  sample  of  conditions  in  this  industry  in  1921. 

Melvin  T.  Copeland, 

Director. 


OPERATING  EXPENSES  IN  THE 
WHOLESALE  GROCERY  BUSINESS  IN  1921 

INTRODUCTION 

The  reports  on  the  cost  of  doing  business  in  the  wholesale 
grocery  trade  in  1921  are  particularly  significant  in  that  they 
furnish  a  picture  of  conditions  in  a  year  of  generally  severe 
business  depression,  during  which  problems  of  readjustment 
had  to  be  faced  that  had  not  arisen  for  at  least  fifteen  years 
prior  to  this  time.  For  two  hundred  twenty-nine  firms  that 
submitted  fully  comparable  statements  for  both  1920  and 
1921  the  aggregate  volume  of  sales  showed  a  decline  of  30  % — 
from  $495,879,000  in  1920  to  $341,912,000  in  1921.  Gross 
profit,  in  percentage  of  net  sales,  was  greater  in  1921  than  in 
the  preceding  year;  in  1920  the  common  figure  for  gross  profit 
was  lower  than  in  any  previous  year  for  which  records  are 
available.  This  indicates  that  wholesale  grocers  generally  took 
their  inventory  losses,  occasioned  by  the  heavy  drop  in  prices, 
at  the  end  of  1920.  Despite  the  higher  percentage  of  gross 
profit  in  1921,  the  average  net  loss  was  greater  in  that  year 
than  in  1920.  For  all  the  firms  reporting,  the  average  net 
loss  in  1921  was  1.9  %  of  net  sales,  as  compared  to  a  common 
figure  of  0.5  %  in  1920.  This  increase  in  net  loss,  even  though 
gross  profit  was  higher,  resulted  from  the  difficulties  that  were 
encountered  in  readjusting  expenses  to  the  falHng-off  in  sales 
and  the  drop  in  prices.  The  common  figure  for  total  expense 
in  1921  was  11.5%,  as  compared  with  a  common  figure  of 
9%  in  1920.  Practically  every  firm  showed  a  higher  per- 
centage of  expense  for  1921  than  for  the  preceding  year. 

The  rate  of  stock-turn  was  lower  in  1921  than  in  any 
previous  year. 
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The  effects  of  the  crisis  of  1920  on  credits  and  collections 
became  apparent  in  the  reports  for  the  year  1921,  rather  than 
in  the  year  in  which  the  crisis  occurred.  According  to  the 
reports  received  by  the  Bureau,  in  the  wholesale  grocery 
trade  credit  and  collection  expense  was  substantially  higher 
in  1921  than  in  the  preceding  year,  losses  from  bad  debts  also 
were  somewhat  higher  in  percentage  of  net  sales,  and  the 
ratio  of  accounts  and  notes  receivable  to  average  monthly 
sales  was  greater.  At  the  end  of  1921,  73  %  of  the  firms  had 
accounts  and  notes  receivable  greater  than  their  average 
monthly  sales;  at  the  end  of  1920  only  50  %  showed  accounts 
and  notes  receivable  greater  than  their  average  monthly 
sales.  The  ratio  of  accounts  and  notes  payable  to  average 
monthly  purchases,  on  the  other  hand,  did  not  show  any  in- 
crease in  1921.  The  fall  in  prices  served  to  release  capital 
through  a  reduction  in  the  amount  tied  up  in  merchandise 
inventories  so  that  despite  the  increase  in  the  ratio  of  receiva- 
bles to  sales,  it  was  possible  for  most  firms  to  avoid  an  in- 
crease in  their  indebtedness  to  their  creditors. 

The  ratio  of  current  assets  to  current  liabilities  tended  to 
be  higher  at  the  end  of  1921  than  at  the  end  of  1920.  This 
indicates  that  the  wholesalers  generally  improved  their  own 
credit  position  during  this  year  even  though  the  length  of 
credit  that  they  were  extending  to  their  customers  was  in- 
creased. 

In  the  comparisons  of  operating  expenses  and  profits  in 
the  various  Federal  Reserve  districts,  it  appears  that  the 
net  loss  was  lowest  in  the  Boston  district.  This  suggests  that 
in  the  wholesale  grocery  trade,  just  as  in  some  other  trades, 
the  readjustment  and  gradual  improvement  of  business  con- 
ditions had  begun  to  manifest  themselves  earlier  in  New 
England  than  in  other  parts  of  the  country. 

The  facts  brought  out  in  this  survey  emphasize  the  de- 
sirability of  having  such  records  as  these  compiled  for  years 
of  depression  as  well  as  for  years  of  prosperity  to  serve  as  a 
guide  for  the  future. 
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The  total  number  of  reports  used  in  the  preparation  of  this 
summary  was  three  hundred  forty-four,  with  an  aggregate 
volume  of  sales  of  $487,951,000.  These  firms  were  located  in 
forty-four  states  and  Canada.  Of  these  firms  two  hundred 
fifteen  were  located  in  cities  with  a  population  of  less  than 
50,000;  forty-nine  were  in  cities  of  50,000  to  99,000  popula- 
tion; sixty-eight  in  cities  with  a  population  from  100,000  to 
749,000;  and  twelve  were  located  in  cities  with  over  750,000 
population. 

The  net  sales  of  these  three  hundred  forty-four  firms  in  1921 
ranged  from  $127,000  to  $16,680,000.  In  Table  1  the  firms 
are  grouped  according  to  their  volume  of  sales  in  1921.  This 
indicates  that  there  were  sixty-six  firms,  for  example,  each 
of  which  had  sales  less  than  $500,000.  In  this  table  a  com- 
parison also  is  made  of  the  number  of  firms  in  each  group 
for  the  two  hundred  twenty-nine  firms  that  submitted  fully 
comparable  statements  for  both  1920  and  1921.  Thus,  out 
of  the  two  hundred  twenty-nine  firms  reporting  for  both 
years,  twenty  had  sales  less  than  $500,000  in  1920  whereas 
thirty-seven  had  sales  below  that  figure  in  1921.  In  deter- 
mining net  sales  for  the  tabulations  in  this  bulletin,  returns 
and  allowances  to  customers,  prepaid  freight  and  express 
collected  from  customers,  and  cash  discounts  taken  by  cus- 
tomers were  all  deducted  from  gross  sales. 

TABLE  1 
Volume  of  Business  in  1921 

All  Firms  Firms  Reporting 

Net  Sales  Reporting  Both  Years 

1921  1920  1921 

Less  than  $500,000 66  20  37 

$500,000-1999,000 132  56  91 

$1,000,000-$1,999,000 83  83  52 

$2,000,000  and  over 63  70  49 

Total  number  of  firms  344  229  229 
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OPERATING  EXPENSES  FOR  THE  TRADE 
AS  A  WHOLE 

The  cost  of  doing  business  is  indicated  by  total  expense. 
Definitions  of  each  of  the  items  of  expense  which  enter  into 
this  total  are  given  in  Bulletin  No.  8,  Operating  Accounts  for 
Wholesale  Grocers.  In  accordance  with  these  standard  defini- 
tions, total  expense  includes  not  only  the  outlay  for  such 
items  as  office  supplies  and  postage,  salaries  and  commissions 
to  salesforce,  insurance  and  taxes,  but  also  rent  for  office  and. 
warehouse  whether  owned  or  leased,  a  fair  salary  for  the 
proprietor  or  partners,  and  interest  both  on  borrowed  capital 
and  on  the  net  investment  in  the  business. 

In  Table  2  the  common  figure  is  given  for  each  item  of 
expense  in  1921.  The  common  figure,  as  has  been  explained 
in  previous  bulletins,  is  the  one  around  which  the  figures  on 
all  the  individual  reports  tend  to  center. 

The  common  figure  is  the  one  that  usually  is  most  service- 
able to  the  individual  merchant  for  guidance  in  checking  his 
own  results.  If  he  will  take  the  percentages  shown  on  the 
report  for  his  own  firm  and  place  them  alongside  Table  1, 
he  can  judge  closely  as  to  how  his  results  compare  with  those 
for  the  trade  as  a  whole.  If  he  finds,  for  example,  that  his 
total  salesforce  expense  was  3.2  %  of  net  sales,  a  comparison 
with  this  table  will  show  him  that  his  ratio  of  salesforce  ex- 
pense to  sales  was  one-half  of  one  per  cent  higher  than  in 
the  trade  as  a  whole.  During  this  period  of  readjustment  a 
careful  study  of  operating  expenses  is  particularly  essential, 
and  a  comparison  of  this  sort  will  indicate  to  the  merchant 
where  he  can  expect  to  find  the  greatest  opportunities  for 
retrenchment.  When  he  finds  that  his  own  percentage  for 
any  item  is  too  high,  the  next  step  obviously  is  to  undertake 
a  careful  examination  of  his  management  of  that  particular 
part  of  hig  business  in  order  to  determine  how  his  expense 
may  be  reduced.     In  many  cases  the  individual  merchant 
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may  find  that  some  of  his  items  are  below  the  common  figure 
whereas  other  items  are  above.  In  such  instances,  if  he 
can  continue  to  keep  down  his  expenses  at  those  points 
where  his  showing  is  favorable  and  bring  his  other  expenses 
into  line  with  the  common  figures  for  the  trade,  he  obviously 
will  gain  a  real  advantage. 

TABLE  2 

Operating  Expenses  in  the  Wholesale  Grocery 

Business  in  1921  —  344  Firms 

Net  Sales  =  100  % 

Common  Figure 

Total  Salesforce 2.7% 

Advertising 0.05 

Other  Selling 0.1 

Total  SeUing 2.9 

Wages  of  Receiving  and  Shipping  Force 14 

Packing  Cases  and  Wrappings 0.06 

Outward  Freight,  Express,  and  Cartage 0.,6 

Total  Receiving  and  Shipping 2.1 

Executive  Salaries  (Including  Buying) 1.1 

Office  Salaries 1.0 

Office  Supplies  and  Postage 0.2 

Telephone  and  Telegraph 0.07 

Credit  and  Collection 0.08 

Other  Buying  and  Management 0.1 

Total  Buying  and  Management 2.6 

Rent 0.^5 

Heat,  Light,  and  Power 0.07 

Taxes  (Except  on  buildings,  income,  and  profits) 0.4 

Insurance  (Except  on  buildings) 0.2 

Repairs  of  Equipment 0.06 

Depreciation  of  Equipment 0.2 

Total  Interest 1.9 

Total  Fixed  Charges  and  Upkeep 3.3 

Miscellaneous 0.3 

Losses  from  Bad  Debts 0.3 

Total  Expense 11.5 
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This  table  shows  that  the  common  j&gure  for  total  expense 
was  11.5%  of  net  sales  in  1921.  The  lowest  figure  for  total 
expense  shown  by  any  wholesale  grocery  firm  for  1921  was 
6.5%  of  net  sales;  the  highest  cost  of  doing  business  was 
22.5%  of  net  sales.  The  firm  which  reported  this  highest 
ratio  suffered  a  reduction  in  net  sales  from  $4,350,000  in  1920 
to  $1,438,000  in  1921.  The  rate  of  stock-turn  of  this  firm 
fell  from  7.5  times  in  1920  to  3.3  times  in  1921.  Because  of 
the  heavy  drop  in  sales,  practically  all  the  expenses  were  sub- 
stantially higher  in  percentages  of  net  sales  for  this  firm  in 
1921  than  in  1920. 

As  in  previous  years,  total  salesforce  expense,  which  in- 
cludes salaries,  commissions,  bonuses  and  travelling  expense, 
was  the  largest  single  item  in  the  cost  of  doing  business  in 
1921.  The  common  figure  was  2.7  %  of  net  sales,  the  indi- 
vidual reports  showing  a  range  from  a  low  figure  of  0.9  %  to 
a  high  figure  of  6.2  %. 

For  advertising,  several  firms  reported  no  expenditure. 
The  highest  figure  for  advertising  was  1.5  %  of  net  sales  in 
1921.    The  common  figure  was  0.05  %. 

Other  selling  expense  ranged  from  0.01%  to  1.59%,  with 
a  common  figure  of  0.1  %. 

Wages  of  receiving  and  shipping  force  ranged  from  0.3  % 
to  3.4  %  of  net  sales,  with  a  common  figure  of  1.4  %.  Packing 
cases  and  wrappings  ranged  from  0.01  %  to  1.26  %,  with  a 
common  figure  of  0.06%.  Outward  freight,  express,  and 
cartage  ranged  from  0.01%  to  3.1%,  with  a  common  figure 
of  0.6  %. 

Executive  salaries,  which  include  the  salaries  of  buyers 
because  of  the  difficulty  that  has  been  experienced  in  separat- 
ing buying  salaries  from  management  salaries,  showed  a  low 
figure  of  0.2  %  and  a  high  figure  of  3.4  %  of  net  sales.  The 
common  figure  for  this  item  was  1.1  %.  Office  salaries  ranged 
from  0.3%  to  3.1%,  with  a  common  figure  of  1.0%.  The 
lowest  figure  for  office  supplies  and  postage  was  0.02  %  and 
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the  highest  0.63  %,  with  a  common  figure  of  0.2  %.  Telephone 
and  telegraph  ranged  from  0.01%  to  0.43%.  Credit  and 
collection  expense  ranged  from  0.01%  to  0.59%;  and  other 
buying  and  management  from  0.01  %  to  1.15  %  of  net  sales. 

Fixed  charges  and  upkeep  expense  were  especially  high  in 
percentage  of  net  sales  in  1921.  The  common  figure  for  rent 
was  0.5  %,  the  individual  reports  showing  a  range  from  0.12  % 
to  2.18%.  For  heat,  light,  and  power  the  lowest  figure  was 
0.01  %  and  the  highest  0.61  %.  Taxes,  not  including  taxes 
on  real  estate  or  on  income  and  profits,  ranged  from  0.01  %  to 
1.92%.  Insurance,  not  including  insurance  on  buildings, 
ranged  from  0.02%  to  1.26%;  repairs  of  equipment  from 
0.01  %  to  0.71  %;  depreciation  of  equipment  from  0.01  %  to 
0.88  %  of  net  sales. 

Total  interest,  which  includes  interest  both  on  money  that 
is  borrowed  for  use  in  the  business  and  also  interest  on  the 
net  investment,  ranged  from  0.6%  to  5.4%  of  net  sales. 
This  figure  was  checked  with  especial  care  by  an  examination 
of  the  financial  statements  submitted  with  the  reports  on 
the  cost  of  doing  business.  The  common  figure  for  total 
interest  was  1.9%  of  net  sales  in  1921. 

Miscellaneous  expense  varied  from  0.01%  to  2.15%;  and 
losses  from  bad  debts  ranged  from  0.01  %  to  3.75  %,  with  a 
common  figure  of  0.3  %. 

Because  of  numerous  inquiries  that  have  been  received  by 
the  Bureau  for  information  on  operating  expenses  in  the 
wholesale  grocery  trade  in  different  parts  of  the  country  and 
also  according  to  the  volume  of  sales,  the  reports  have  been 
analyzed  by  these  classifications.  The  preceding  table  gives 
a  composite  summary  of  the  trade  as  a  whole.  In  the  follow- 
ing tables  the  results  are  shown  by  Federal  Reserve  districts 
and  according  to  volimie  of  sales.  Thus  the  individual  mer- 
chant not  only  can  compare  his  own  figures  with  those  for 
the  entire  trade  but  also  with  those  for  a  group  of  representa- 
tive firms  in  his  own  Federal  Reserve  district  and  with  firms 
having  a  similar  amount  of  sales. 
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OPERATING  EXPENSES  BY  FEDERAL 
RESERVE  DISTRICTS 

In  Table  3  the  firms  are  grouped  by  Federal  Reserve  dis- 
tricts. Inasmuch  as  only  twelve  reports  were  received  from 
the  Philadelphia  district  and  eight  from  the  Dallas  district, 
no  separate  figures  are  shown  for  those  two  groups.  It 
seemed  inadvisable  to  attempt  to  draw  any  conclusions  from 
such  a  small  number  of  reports.  The  number  of  firms  from 
which  reports  were  received  in  each  of  the  districts  included 
in  the  following  table  is  stated  at  the  top  of  the  column  for 
each  district. 

According  to  the  reports  from  the  firms  whose  statements 
were  included  in  these  tabulations,  the  ratio  of  salesforce 
expense  to  net  sales  was  lowest  in  the  Boston  and  Richmond 
districts  —  2.2  %.  It  was  highest  in  the  St.  Louis  and  Kansas 
City  districts  —  3.1  %  of  net  sales. 

Wages  of  receiving  and  shipping  force,  on  the  other  hand, 
were  lowest  in  the  Kansas  City  district  —  1.2  %  —  and  high- 
est —  1.7  %  — in  the  New  York  district.  Outward  freight, 
express^  and  cartage  ranged  from  0.3%  in  the  Richmond 
district  to  0.9  %  in  the  Boston  district. 

Executive  salaries  showed  about  the  same  percentage  in 
most  of  the  districts.  The  lowest  figure  was  0.9%  in  the 
Kansas  City  and  San  Francisco  districts,  and  the  highest 
was  1.3  %  in  the  Minneapolis  district.  In  the  other  districts 
the  figures  ranged  from  1.0%  to  1.2%.  Office  salaries  like- 
wise showed  only  a  narrow  range  —  from  0.9  %  in  four  dis- 
tricts to  1.2  %  in  the  St.  Louis  and  Kansas  City  districts. 

Rent  also  showed  small  variations.  The  lowest  figure  for 
rent  was  0.4%  of  net  sales  in  the  Boston  district,  and  the 
highest  figure  was  0.6  %  in  the  Minneapolis  district.  In  all 
the  other  districts  the  common  figure  was  0.5  %  of  net  sales. 

Total  interest  ranged  from  1.6  %  in  the  Boston  district  to 
2  %  in  four  other  districts.  It  is  to  be  noted  in  this  connection 
that  the  rate  of  stock-turn  was  highest  in  the  Boston  district. 
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Operating  Expenses  in  the  Wholesale  Grocery  Business 
IN  1921  BY  Federal  Reserve  Districts 
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TABLE  3 
Operating  Expenses  in  the  Wholesale  Grocery 

Net  Sales  =  100  % 

Boston     New  York  Cleveland 

Number  of  Firms  27  26  38 

Total  Salesforce 2.2  %  2.7  %  2.6  % 

Advertising 0.04  0.1  0.04 

Other  Selling 0.1  0.2  0.1 

Total  Selling 2.3  3.0  2.7 

Wages  of  Receiving  and  Shipping  Force  1.6  1.7  1.6 

Packing  Cases  and  Wrappings 0.09  0.05  0.06 

Outward  Freight,  Express,  and  Cartage  0.9  0.6  0.6 

Total  Receiving  and  Shipping 2.6  2.4  2.3 

Executive  Salaries  (Including  Buying)  .  1.1  1.1  1.1 

Office  Salaries 0.9  0.9  0.9 

Office  Supplies  and  Postage 0.2  0.2  0.2 

Telephone  and  Telegraph O.i09  0.06  0.05 

Credit  and  Collection 0.04  0.04  0.05 

Other  Buying  and  Management 0.08  0.3  0.08 

Total  Buying  and  Management 2.4  2.6  2.4 

Rent 0.4  0.5  0.5 

Heat,  Light,  and  Power 0.08  0.1  0.07 

Taxes  (Except  on  buildings,  income,  and 

profits) 0.2  0.2  0.4 

Insurance  (Except  on  buildings) 0.2  0.2  0.2 

Repairs  of  Equipment 0.07  0.03  0.1 

Depreciation  of  Equipment 0.3  0.2  0.2 

Total  Interest 1.6  1.8  1.3 

Total  Fixed  Charges  and  Upkeep 2.9  3.0  3.3 

Miscellaneous 0.3  0.2  0.3 

from  Bad  Debts 0.3  0.2  0.2 


Total  Expense 10.8         11.4         11.2 
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TABLE  3 
Business  in  1921  by  Federal  Reserve  Districts 

Net  Sales  =  100  % 
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From  this  brief  summary,  it  is  apparent  that  there  was 
more  or  less  irregularity  in  the  variations  of  the  expense  per- 
centages in  the  different  Federal  Reserve  districts.  In  no 
one  district  were  all  the  items  lower  than  in  the  other  dis- 
tricts, nor  was  there  any  one  district  which  showed  higher 
percentages  for  all  items  than  were  found  in  the  other 
districts. 

Total  expense  was  lowest  in  the  Richmond  district  — 
10.6%  of  net  sales  —  and  highest  in  the  St.  Louis  district 
—  12.4%. 

Inasmuch  as  separate  tabulations  have  been  made  of  the 
reports  for  the  Federal  Reserve  districts  only  for  the  last 
two  years,  during  which  conditions  have  been  abnormal,  it  is 
as  yet  impossible  to  judge  how  far  the  differences  indicated 
in  Table  3  are  permanent  differences  between  the  various 
districts  and  how  far  they  merely  reflect  the  variations  in 
the  rate  of  readjustment  to  changes  in  general  business 
conditions. 

OPERATING  EXPENSES  ACCORDING  TO 
VOLUME  OF  SALES 

In  all  its  studies  of  the  cost  of  doing  business  the  Bureau 
has  found  that  the  grouping  of  firms  according  to  the  volume 
of  net  sales  brings  out  significant  figures  for  purposes  of 
comparison.  Questions  frequently  are  asked  regarding  the 
cost  of  doing  business  in  different  cities.  Nimierous  tests 
have  shown,  however,  that  there  is  more  variation  in  the 
cost  of  doing  business  for  firms  of  different  size  in  any  one 
city  than  between  firms  of  the  same  size  located  in  different 
cities.  If  a  firm  has  a  volimie  of  sales  of  approximately 
$1,500,000,  for  example,  more  practical  information  is  ob- 
tained by  comparing  its  results  with  firms  of  a  similar  volume 
of  sales  located  in  other  cities  than  from  a  comparison  of 
its  results  with  those  of  larger  or  smaller  firms  located  in  the 
same  city. 
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In  Table  4  the  cost  of  doing  business  is  shown  for  whole- 
sale grocery  firms  grouped  according  to  their  volume  of  sales 
in  1921. 

In  1921  the  lowest  figure  for  total  expense  was  shown  by 
the  firms  with  annual  sales  of  less  than  $500,000.  This  is  in 
contrast  to  the  results  shown  in  the  reports  for  1920  when  the 
firms  with  annual  sales  from  $1,000,000  to  $2,000,000  showed 
the  lowest  cost  of  doing  business.  Here  again  it  is  by  no 
means  certain  that  the  1921  figures  are  more  indicative  of 
normal  conditions  than  those  of  1920.  In  fact,  it  is  quite 
possible  that  they  merely  indicate  that  the  small  firms  have 
been  able  to  readjust  their  expenses  somewhat  more  rapidly 
than  could  be  done  by  firms  with  larger  volumes  of  sales  and 
consequently  more  elaborate  organizations. 

Total  salesforce  expense  was  lowest  for  the  firms  with 
annual  sales  less  than  $500,000.  This  group  had  the  highest 
salesforce  expense  in  percentage  of  net  sales  in  1920. 

Wages  of  receiving  and  shipping  force  were  practically  the 
same  for  all  four  groups.  Outward  freight,  express,  and  cart- 
age was  shghtly  less  for  the  firms  with  sales  of  less  than 
$500,000  than  for  the  larger  firms.  Executive  salaries,  on 
the  other  hand,  were  highest  in  percentage  of  net  sales  among 
the  firms  with  the  smallest  volume  of  sales  — 1.4  %  for  this 
group  as  compared  to  0.9  %  for  firms  with  sales  of  $2,000,000 
and  over.  Total  interest  also  was  somewhat  higher  in  per- 
centage of  net  sales  for  the  firms  with  the  smallest  volume 
of  business.  These  are  the  chief  items  in  which  substantial 
variations  appear  between  the  different  groups. 

On  the  following  pages  a  typical  profit  and  loss  statement 
for  each  of  the  volume  groups  is  shown.    These  statements 
are  not  the  exact  statements  of  any  particular  firms,  but  | 
each  is  a  composite  statement,  representative  of  the  group  i 
of  firms  which  have  a  similar  volume  of  sales. 
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TABLE  4 

Operating  Expenses  in  1921  According  to  Volume 

OF  Sales 

Net  Sales  =  100  % 

NetSalesless  $500,000-  $1,000,000-  $2,000,000 

than  $500,000 .  999,000  1,999,000  and  over 

Number  of  Firms                                         66  132  84  62 

Total  Salesforce 2.3  %  2.8  %  2.7  %  2.8  % 

Advertising 0.06  0.04  0.09  0.1 

Other  Selling 0.08  0.08  0.07  0.2 

Total  Selling 2.4  2.9  2.9  3.1 

Wages  of  Receiving  and  Ship- 
ping Force 1.4  1.4  1.4  1.5 

Packing  Cases  and  Wrappings  0.07  0.05  0.07  0.05 

Outward   Freight,   Express, 

and  Cartage 0.4  0.6  0.5  0.6 

Total  Receiving  and  Shipping   1.9  2.0  2.0  2.1 

Executive  Salaries  (Including 

Bujdng) 1.4  1.1  1.1  0.9 

Office  Salaries 1.0  1.0  1.1  1.2 

Office  Supplies  and  Postage .     0.2  0.2  0.3  0.3 

Telephone  and  Telegraph  . .     0.07  0.07  0.08  0.09 

Credit  and  Collection 0.05  0.05  •  0.09  0.09 

Other  Buying  and  Manage- 
ment       0.08  0.1  0.09  0.2 

Total  Buying  and  Manage- 
ment      2.8  2.5  2.8  2.8 

Rent 0.5  0.5  0.5  0.4 

Heat,  Light,  and  Power 0.08  0.08  0.08  0.07 

Taxes  (Except  on  buildings, 

income,  and  profits) 0.4  0.4  0.4  0.4 

Insurance(Exceptonbuildings)0.2  0.2  0.2  0.2 

Repairs  of  Equipment 0.07  0.07  0.07  0.04 

Depreciation  of  Equipment  .     0.2  0.2  0.2  0.2 

Total  Interest 2.0  1.9  1.9  1.8 

Total  Fixed  Charges  and  Up- 
keep      3.5  3.4  3.4  3.1 

Miscellaneous 0.2  0.3  0.3  0.3 

Losses  from  Bad  Debts 0.3  0.3  0.4  0.4 

Total  Expense 11.1  11.4  11.8  11.8 
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TABLE  5 

PROFIT  AND  LOSS  STATEMENT 

for  year  ending  December  31,  1921 

Gross  Sales $408,621.83 

Returns  and  Allowances  to  Customers $6,514.15 

Prepaid  Freight  and  Express  Collected  from 

Customers 1,097.83 

Cash  Discounts  Taken  by  Customers 3,168.22        10,780.20 

Net  Sales $397,841.63  100% 

Net  Inventory  of  Merchandise  at  Beginning  of 

Year $87,419.22 

Purchases  of  Merchandise  at  Billed  Cost $335,168.56 

Inward  Freight  and  Cartage 19,589.64 

Cost  of  Purchases  of  Merchandise $354,758.20 

Returns  and  Allowances  Received  on  Purchases 

of  Merchandise $10,766.23 

Cash   Discounts   Received   on '  Purchases    of 

Merchandise 5,503.35       16,269.58 

Net  Cost  of  Purchases  of  Merchandise 338,488.62 

Total  Cost  of  Merchandise $425,907.84 

Net  Inventory  of  Merchandise  at  End  of  Year  .  63,923.68 

Net  Cost  of  Merchandise  Sold 361,984^  91.0 

Gross  l>rofit $36,867.47     9.0 

Salesforce 

(a)  Salaries  and  Wages  of  Salesforce $6,600.00 

(b)  Commissions  to  Salesforce 142.69 

(c)  Travelling  Expense 2,408.23 

Total  Salesforce  Expense $9,150.92  2.8 

Advertising 251.04  0.06 

Other  Selling 322.65  0.08 

Total  SeUing $9,724.61  2.4 

Wages  of  Receiving  and  Shipping  Force $5,649.35  1.4 

Packing  Cases  and  Wrappings 278.49  0.07 

Outward  Freight,  Express,  and  Cartage 1,631.15  0.4 

Total  Receiving  and  Shippmg 7,558.99  1.9 

Executive  Salaries  (Including  Buying) $5,600.00                                   "  1.4 

Office  Salaries 4,060.95  1.0 

Office  Supplies  and  Postage 716.15  0.S 

Telephone  and  Telegraph 270.53  0.07 

Credit  and  Collection 183.01  0.05 

Other  Buying  and  Management 333.32  0.08 

Total  Buying  and  Management 11,163.96  2.8 

Rent $2,000.00                                                     0.5 

Heat,  Light,  and  Power 337.94                                                   0.08 

Taxes    (Except    on    buildings,    income,    and 

profits) 1,432.23                                                     0.4 

Insurance  (Except  on  buildings) 932.40                                                   0.2 

Repairs  of  Equipment 282.47                                                     0.07 

Depreciation  of  Equipment 776.33                                                     0.2 

Interest  on  Capital  —  Borrowed $1,150.00  . 

Interest  on  Capital — Owned  $  1 1 5,454.33  @  6  %        6,927.26 

Total  Interest 8,077.26                                                   2.0 

Total  Fixed  Charges  and  Upkeep 13,838.63                            3.5 

Miscellaneous 952.83                             0.2 

Losses  from  Bad  Debts 1,068.60                             0.3 

Total  Expense 44,307.62  11.1 

Net  Loss $8,450.15    2.1 

Stock-turn  4.8  times  a  year 


r 
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TABLE  6 

PROFIT  AND  LOSS  STATEMENT 

for  year  ending  December  31,  1921 

Gross  Sales $921,864.41 

Returns  and  Allowances  to  Customers $15,750.94 

Prepaid  Freight  and  Express  Collected  from 

Customers 2,489.30 

Cash  Discounts  Taken  by  Customers 7,193.95        25,434.19 

Net  Sales .* $896,430.22    100% 

Net  Inventory  of  Merchandise  at  Beginning  of 

Year $178,642.31 

Purchases  of  Merchandise  at  Billed  Cost $774,736.44 

Inward  Freight  and  Cartage 21,874.09 

Cost  of  Purchases  of  Merchandise $796,610.53 

Returns  and  Allowances  Received  on  Purchases 

of  Merchandise $18,884.85 

Cash    Discounts    Received   on   Purchases    of 

Merchandise 12,268.18       31,153.03 

Net  Cost  of  Purchases  of  Merchandise 765,457.50 

Total  Cost  of  Merchandise $944,099.81 

Net  Inventory  of  Merchandise  at  End  of  Year  .  133,860.21 

Net  Cost  of  Merchandise  Sold 810,239.60    90.4 

Gross  Profit $86,190.62      9.6 

Salesforce 

(a)  Salaries  and  Wages  of  Salesforce $14,840.90 

(b)  Commissions  to  Salesforce 929.38 

(c)  Travelling  Expense 9,118.48 

Total  Salesforce  Expense $24,888.76  2.8 

Advertising 366.82  0.04 

Other  Selling 684.78  0.08 

Total  Selling $25,940.36  ~i^ 

Wages  of  Receiving  and  Shipping  Force $12,338.64  1.4 

Packing  Cases  and  Wrappings 442.03  0.06 

Outward  Freight,  Express,  and  Cartage 5,401.71  0.6 

Total  Receiving  and  Shipping 18,182.38  8.0 

Executive  Salaries  (Including  Buying) $10,000.00  1.1 

Office  Salaries 9,169.54  1.0 

Office  Supplies  and  Postage 1,581.57  0.2 

Telephone  and  Telegraph 650.63  0.07 

Credit  and  Collection 428.76  0.05 

Other  Buying  and  Management 709.43  0.1 

Total  Buying  and  Management 22,539.93  2.5 

Rent $4,800.00                                                   0.5 

Heat,  Light,  and  Power 712.04                                                     0.08 

Taxes    (Except    on    buildings,    income,    and 

profits) 3,600.78                                                     0.4 

Insurance  (Except  on  buildings) 1,968.32                                                     0.2 

Repairs  of  Equipment 616.30                                                     0.07 

Depreciation  of  Equipment 1,674.33                                                     0.2 

Interest  on  Capital  —  Borrowed -    $2,832.92 

Interest  on  Capital  —  Owned  $236,760.50  @  6%      14.205.63 

Total  Interest 17,038.55                                                     1.9 

Total  Fixed  Charges  and  Upkeep 30,410.32                            3.4 

Miscellaneous 2,435.15                             0.3 

Losses  from  Bad  Debts 3,031.11                             0.3 

Total  Expense 102,539.25     11.4 

Net  Loss $16,348.63       1.8 

Stock-turn  5.2  times  a  year 
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TABLE  7     • 
PROFIT  AND  LOSS  STATEMENT 
for  year  ending  December  31,  1921 

Gross  Sales . $1,696,500.76 

Returns  and  Allowanpes  to  Customers $30,632.87 

Prepaid  Freight  and  Express  Collected  from 

Customers 3,463.80 

Cash  Discounts  Taken  by  Customers 14,473.28        48,569.95 

Net  Sales $1,647,930.81 

Net  Inventory  of  Merchandise  at  Beginning  of 

Year     $344,629.31 

Purchases  of  Merchandise  at  BUled  Cost .  . .  $1,412,690.32 

Inward  Freight  and  Cartage 35,485.41 

Cost  of  Purchases  of  Merchandise $1,448,175.73 

Returns  and  Allowances  Received  on  Purchases 

of  Merchandise $29,401.73 

Cash    Discounts   Received    on   Purchases    of 

Merchandise 22,525,73       51,927.46 

Net  Cost  of  Purchases  of  Merchandise 1,396,248.27 

Total  Cost  of  Merchandise $1,740,877.58 

Net  Inventory  of  Merchandise  at  End  of  Year  .  252,801.67 

Net  Cost  of  Merchandise  Sold 1,488,075.91 

Gross  Profit $159,854.90 

Salesforce  , 

(a)  Salaries  and  Wages  of  Salesforce $25,488.60  J 

(b)  Commissions  to  Salesforce 7,336.40  | 

(c)  Travelling  Expense 12,121.32  * 

Total  Salesforce  Expense 

Advertising 

Other  Selling .  . 

Total  Selling 

Wages  of  Receiving  and  Shipping  Force 

Packing  Cases  and  Wrappings 

Outward  Freight,  Express,  and  Cartage 

Total  Receiving  and  Shipping 


Executive  Salaries  (Including  Buying) 

Office  Salaries 

Office  Supplies  and  Postage 

Telephone  and  Telegraph 

Credit  and  Collection . .  . 

Other  Buying  and  Management 

Total  Buying  and  Management 


Rent 

Heat,  Light,  and  Power 

Taxes    (Except    on    buildings,    income,    and 

profits) 

Insurance  (Except  on  buildings) 

Repairs  of  Equipment 

Depreciation  of  Equipment 

Interest  on  Capital  —  Borrowed $3,869.14 

Interest  on  Capital  —  Owned  $461,830.50 @  6%      27,709.83 

Total  Interest 

Total  Fixed  Charges  and  Upkeep 

Miscellaneous 

-Losses  from  Bad  Debts 


Total  Expense 

Net  Loss 

Stock-turn  5.0  times  a  year 


$44,946.32 
1,545.16 
1,209.85 

$47,701.33 

$23,119.49 
1,218.80 
8,518.48 

32,856.77 

$17,500.00 
18,947.58 
5,188.67 
1,292.14 
1,421.88 
1,513.62 

45,863.89 

$9,000.00 
1,257.?1 

6,615.96 
3,919.27 
1,094.06 
2,686.62 

/ 

31,578.97 

56,152.09 
5,455.98 
7,040.12 

195,070.18 
$35,215.28 
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TABLE  8 
PROFIT  AND  LOSS  STATEMENT 


for  year  ending  December  31,  1921 


5  Sales 

ms  and  Allowances  to  Customers 

aid  Freight  and  Express  Collected  from 

stomers 

Discounts  Taken  by  Customers 


$139,320.86 

8,690.21 
56,226.89 


$6,756,403.86 


$5,656,216.30 


Sales 

Inventory  of  Merchandise  at  Beginning  of 

ar 

bases  of  Merchandise  at  Billed  Cost $5,556,439.23 

rd  Freight  and  Cartage 99,777.07 

of  Purchases  of  Merchandise 

rns  and  Allowances  Received  on  Purchases 

|!  Merchandise $25,603.48 

i    Discounts    Received    on    Purchases    of 

erchandise 84,255.07     109,858.55 

Cost  of  Purchases  of  Merchandise 

1  Cost  of  Merchandise 

Jlnventory  of  Merchandise  at  End  of  Year 

Cost  of  Merchandise  Sold 

s  Profit 


204,237.96 


$6,552,165.90 100% 


$1,345,067.81 


5,546,357.75 

$6,891,425.56 

995,698.23 


5.895.727.33  90.0 


$656,438.57  10.0 


jforce 

|)  Salaries  and  Wages  of  Salesforce $104,470.19 

|)  Commissions  to  Salesforce 13,630.89 

I    Travelling  Expense 63,702.52 

\i  Salesforce  Expense 

rtising 

r  Selling 

I  Selling 


es  of  Receiving  and  Shipping  Force , 

ing  Cases  and  Wrappings 

/ard  Freight,  Express,  and  Cartage  , 
I  Receiving  and  Shipping 


utive  Salaries  (Including  Buying) 

e  Salaries 

e  Supplies  and  Postage 

phone  and  Telegraph 

it  and  Collection 

r  Buying  and  Management 

1  Buying  and  Management 


,  Light,  and  Power 

s    (Except    on    buildings,    income,    and 

ifits) 

ranee  (Except  on  buildings) 

irs  of  Equipment 

leciation  of  Equipment 

est  on  Capital  —  Borrowed $37,935.80 

est  on  Capital  — Owned $1,351,163.67®  6%     81,069.22 
i  Interest 


I  Fixed  Charges  and  Upkeep , 
eQaneous 


fes  from  Bad  Debts 
t  Expense 


$181,803.60 

8,120.75 

12,728.24 

2.8 
0.1 
0.2 

$202,652.59 

3.1 

$96,569.69 

3,228.31 

40,251.27 

1.5 

0.05 

0.6 

140,049.27 

2.1 

$60,000.00 

80,254.20 

19,421.27 

6,145.28 

5,806.03 

10,797.31 

0.9 

1.2 

0.3 

0.09 

0.09 

0.2 

182,424.09 

2.8 

$28,000.00 
4,644.83 

0.4 
0.07 

24,512.31 

14,629.06 

2,726.36 

11,251.38 

0.4 
0.2 
0.C4 
0.2 

119,005.02 

1.8 

204,768.96 
17,653.50 
26,588.03 

3.1 

0.3 

0.4 

774,136.44  11.8 

$117,697.87  1.8 

Stock-turn  5.0  times  a  year 
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COMPARISON  OF  OPERATING  EXPENSES  IN 
1920  AND   1921 

In  order  to  show  just  how  the  cost  of  doing  business  in  1921 
compared  with  1920,  the  reports  for  two  hundred  twenty- 
nine  firms  that  sent  in  complete  statements  for  both  years 
are  summarized  in  Table  9. 

TABLE  9 

Operating  Expenses  1920-1921  —  229  Firms 

Net  Sales  =  100% 

1920  1921 

Total  Salesforce 2.1  %  2.7  % 

Wages  of  Receiving  and  Shipping  Force  1.1  1.4 

Outward  Freight,  Express,  and  Cartage  0.4  0.6 

Executive  Salaries 0.8  1.0  . 

Office  Salaries 0.8  1.0 

Total  Buying  and  Management 2.0  2.8 

Rent 0.3  0.5 

Total  Interest 1.6  1.9 

Total  Fixed  Charges  and  Upkeep 2.7  3.4 

Losses  from  Bad  Debts 0.2  0.3 

Total  Expense 8.9  11.8 

Since  only  the  reports  for  identical  firms  were  used  in  this 
comparison  for  the  two  years,  the  results  are  exactly  com- 
parable. They  show  that  for  these  firms  salesforce  expense 
was  2.1  %  of  net  sales  in  1920  and  2.7  %  in  1921.  Wages  of 
receiving  and  shipping  force  were  1.1  %  in  1920  and  1.4%  in 
1921.  Total  interest  was  1.6%  in  1920  and  1.9%  in  1921. 
Losses  from  bad  debts  were  0.2  %  in  1920  and  0.3  %  in  1921. 
The  total  cost  of  doing  business  for  these  firms  increased 
from  8.9  %  of  net  sales  in  1920  to  11.8  %  in  1921.  The  figures 
for  this  group  of  firms  are  approximately  the  same  as  those 
for  the  total  number  of  firms  reporting  in  each  year. 

It  is  to  be  noted  that  all  the  important  items  of  expense 
were  higher  in  percentage  of  net  sales  in  1921  than  in  1920, 
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indicating  that  problems  of  readjustment  to  changed  condi- 
tions existed  throughout  the  entire  business  and  were  not 
confined  to  any  one  department. 

STOCK-TURN 

The  common  figure  for  the  rate  of  stock-turn  was  5.0  times 
in  1921.  This  was  lower  than  in  any  other  year  for  which  the 
Bureau  has  received  reports  for  the  wholesale  grocery  trade. 
The  rate  of  stock-turn,  as  has  been  explained  in  previous 
bulletins,  is  determined  by  dividing  the  average  inventory 
into  the  cost  of  the  goods  sold.  Inasmuch  as  monthly  in- 
ventories of  merchandise  on  hand  are  not  available,  it  has 
been  necessary  to  figure  the  rate  of  stock-turn  by  taking  the 
average  of  the  inventories  of  merchandise  on  hand  at  the 
beginning  and  end  of  the  year.  Although  this  method  does 
not  give  as  exact  a  result  as  would  be  obtained  by  the  use  of 
average  monthly  inventories,  nevertheless  it  has  been  found 
serviceable  for  purposes  of  comparison. 

For  the  two  hundred  twenty-nine  firms  that  submitted 
fully  comparable  reports  for  both  years,  the  average  rate  of 
stock-turn  was  5.0  times  in  1921  as  compared  with  6.2  times 
in  1920.  As  in  the  case  of  operating  expenses,  these  results 
are  practically  the  same  as  for  all  the  firms  reporting. 

The  lowest  rate  of  stock-turn  shown  on  the  reports  for  1921 
was  2.1  times;  the  highest  was  14.4  times.  The  firm  that 
turned  its  stock  14.4  times  in  1921  had  a  stock-turn  of  15.6 
times  in  1920;  its  net  profit  was  0.19%  of  net  sales  in  1921 
and  0.91%  iji  1920. 

Because  of  the  significance  of  the  rate  of  stock-turn  and 
the  interest  that  recently  has  been  manifested  in  this  subject, 
a  more  detailed  analysis  was  made  of  the  1921  reports  than 
of  those  for  previous  years.  For  this  purpose  the  reports  were 
classified  according  to  the  rate  of  stock-turn,  and  common 
figures  for  total  salesforce  expense,  for  total  interest,  for 
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total  receiving  and  shipping,  total  buying  and  management, 
total  fixed  charges  aiid  upkeep,  and  total  expense  were  de- 
termined. As  is  shown  in  Table  10,  sixty-five  firms  turned 
their  stock  less  than  4  times  in  1921;  one  hundred  sixty 
turned  their  stock  from  4.0  to  5.9  times;  and  one  hundred 
fourteen  turned  their  stock  6  times  or  more  in  that  year. 

TABLE  10 

Operating  Expenses  in  1921  According  to  Rate  of 
Stock-Turn 

Net  Sales  =  100  % 

Stock-turn  less         4.0-5.9  6.0  times 

than  4.0  times  times  and  over 

Number  of  Firms  65  160  114 

Total  Salesforce 2.7  %  2.7  %  2.4  % 

Total  Receiving  and  Shipping  ....  1.9  2.1  1.9 

Total  Buying  and  Management ...  2.8  2.6  2.5 

Total  Interest 2.4  1.9  1.4 

Total  Fixed  Charges  and  Upkeep . .  4.2  3.4  2.7 

Total  Expense 13.2  11.6  10.4 

A  comparison  of  these  expense  figures  shows  that  total 
expense  was  substantially  higher  for  the  firms  that  turned 
their  stock  less  than  4  times  a  year  —  13.2  %,  as  compared 
with  10.4  %  in  the  case  of  firms  turning  their  stock  more  than 
6  times.  The  greatest  difference  was  shown  in  total  fixed 
charges  and  upkeep  which  was  4.2%  for  the  firms  turning 
their  stock  less  than  4  times  and  2.7  %  for  the  firms  turning 
their  stock  6  times  or  more.  In  fixed  charges  and  upkeep 
the  largest  single  item  was  total  interest  which  obviously 
would  be  expected  to  be  higher  with  a  slow  rate  of  stock-turn 
because  of  the  larger  investment  in  merchandise.  The  ex- 
pense for  total  interest  was  2.4  %  of  net  sales  in  firms  turn- 
ing their  stock  less  than  4  times  as  compared  with  1.4  %  for 
firms  turning  their  stock  more  than  6  times.  Total  sales- 
force  and  total  buying  and  management  expense  also  were 
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somewhat  higher  for  the  firms  with  the  lowest  rate  of  stock- 
turn.  The  higher  expenses  for  these  last  two  items  were 
probably  due  not  so  much  to  any  direct  effect  of  the  rate  of 
stock-turn  upon  these  figures  as  to  general  management 
methods.  The  firms  with  the  high  rate  of  stock-turn  probably 
have  not  only  been  successful  in  developing  means  for  turning 
their  stock  rapidly  but  also  in  developing  methods  of  econo- 
mizing in  expense  at  other  points  which  are  not  directly 
affected  by  the  rate  of  stock-turn. 

The  firms  with  a  low  rate  of  stock-turn  generally  showed 
lower  gross  profit  than  the  firms  that  turned  their  stock 
rapidly.  The  average  gross  profit  for  the  sixty-five  firms 
turning  their  stock  less  than  4  times  in  1921  was  8.5  %  of  net 
sales;  for  the  one  hundred  sixty  firms  turning  their  stock 
from  4.0  to  5.9  times  the  gross  profit  was  9.6  %;  and  for  the 
one  hundred  fourteen  firms  turning  their  stock  6  times  and 
over  the  gross  profit  was  9.8%  of  net  sales  in  1921.  The 
firms  that  turned  their  stock  rapidly  gained  an  especial  ad- 
vantage in  the  falling  market  since  their  losses  from  deprecia- 
tion were  smaller  and  their  gross  profits  consequently  higher 
the  more  rapidly  the  stock  was  turned. 

Net  profit  or  loss  is  dependent  upon  gross  profit  and  also 
upon  expense.  In  1921,  because  of  substantially  higher  ex- 
penses, the  net  loss  was  much  greater  for  the  firms  with  a  slow 
rate  of  stock-turn.  The  sixty-five  firms  that  turned  their 
stock  less  than  4  times  a  year  showed  an  average  net  loss  of 
4.7  %  of  net  sales;  the  one  hundred  sixty  firms  that  turned 
their  stock  from  4.0  to  5.9  times  showed  a  net  loss  of  2.0  %, 
and  the  wholesale  grocers  that  turned  their  stock  6  times 
or  more  showed  a  net  loss  of  only  0.6  %  of  net  sales. 

In  Table  11  the  average  rate  of  stock-turn  is  given  for 
the  wholesale  grocery  firms  grouped  according  to  their  volume 
of  net  sales.  This  table  indicates  that  the  rate  of  stock-turn 
did  not  depend  primarily  upon  the  volume  of  sales  but  rather 
upon  the  manner  in  which  each  firm  managed  its  business. 
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TABLE   11 

Rate  of  Stock-Turn  in  1921  According  to  Volume 
OF  Sales  —  344  Firms 

Volume  of  Net  Sales  Rate  of  Stock-turn 

I^ss  than  $500,000 4.8  times 

$500,000-1999,000 5.2 

$1,000,000-$1,999,000 5.0 

$2,000,000  and  over 5.0 

The  average  rate  of  stock-turn  for  wholesale  grocers  in  the 
various  Federal  Reserve  districts  in  1921  is  shown  in  Table  12. 


TABLE  12 

Rate  of  Stock-Turn  in  1921  by  Federal  Reserve 
Districts  —  321  Firms 

District  Rate  of  Stock-turn  District  Rate  of  Stock-turn 

Boston 5.5  times  Chicago 5.3  times 

New  York 4.9  St.  Louis 5.0 

Cleveland 5.0  Minneapolis 5.3 

Richmond 5.0  Kansas  City 4.6 

Atlanta 5.1  San  Francisco 4.9 

GRO§S  AND  NET  PROFIT 

Gross  profit,  according  to  the  standard  classification  of  ac- 
counts, is  determined  by  deducting  the  net  cost  of  merchan- 
dise sold  from  net  sales.  It  is  the  amount  from  which  ex- 
penses must  be  paid  and  also  from  which  in  normal  years  a 
net  profit  is  obtained. 

Net  profit  is  the  amount  that  remains  after  deducting  total 
expense  from  gross  profit.  Inasmuch  as  interest  on  the  in- 
vestment is  included  in  expense,  net  profit  is  the  residual  item 
which  yields  the  compensation  for  risk  over  a  period  of  years 
and  which  provides  the  incentive  for  the  extra  effort  and  keen 
foresight  that  usually  are  the  basis  for  successful  business 
administration. 


31 

When  total  expense  is  greater  than  gross  profit,  the  result 
is  a  net  loss.  Although  in  years  of  depression  net  losses  are 
expected  to  be  common,  obviously  over  a  period  of  years  in 
the  trade  as  a  whole  the  net  profits  must  exceed  the  net  losses; 
otherwise  there  would  be  slight  justification  for  men  to  en- 
gage in  this  business. 

Gross  profit  was  somewhat  higher  in  the  wholesale  grocery 
business,  according  to  the  reports  received  by  the  Bureau, 
in  1921  than  in  1920.  The  common  figure  for  gross  profit 
for  the  three  hundred  forty-four  firms  reporting  for  1921  was 
9.6%  of  net  sales.  Taking  the  two  hundred  twenty  nine 
firms  that  submitted  fully  comparable  reports  for  both  years, 
the  common  figure  for  gross  profit  for  them  was  8.2  %  in  1920 
and  9.8%  in  1921.  The  highest  figure  for  gross  profit  re- 
ported by  any  firm  in  1921  was  18.7  %  and  the  lowest  was  a 
gross  loss  of  3.9  %. 

In  Table  13  a  more  detailed  comparison  is  given  of  gross 
profit  in  1921  for  the  two  hundred  twenty -nine  firms  report- 
ing for  both  years. 

TABLE  13 
Gross  Profit,  1920-1921  —  229  Firms 

Net  Sales  =  100  % 

Number  of  Firms 
Gross  Profit  1920  1921 

Less  than  7  % 57  27 

7.0-7.9   37  25 

8.0-8.9   40  34 

9.0-9.9   32  54 

10.0-10.9 23  34 

ILO  and  over 40  55 

Although  gross  profit  in  percentage  of  net  sales  was  some- 
what higher  in  1921  than  in  the  preceding  year,  nevertheless 
net  losses  were  heavier  in  the  average  wholesale  grocery 
business.  The  common  figure  for  net  loss  was  1.9%  of  net 
sales.    In  other  words,  the  gross  profit  in  1921  failed  to  meet 
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the  expenses  of  the  business  in  the  case  of  the  average  firm 
by  an  amount  equivalent  to  1.9  %  of  the  sales.  The  highest 
net  profit  reported  in  1921  was  4.4  %  of  net  sales.  This  was 
shown  by  a  firm  that  has  submitted  reports  to  the  Bureau 
for  six  consecutive  years.  In  1920  this  firm  had  a  net  profit 
of  4.3  %  of  net  sales  and  a  stock-turn  of  12.5  times.  In  1921 
it  turned  its  stock  12.6  times.  This  firm  also  increased  its 
sales  from  $199,000  in  1920  to  $240,000  in  1921,  an  increase 
of  21  %  in  sales  whereas  the  majority  of  the  firms  showed  a 
decrease  in  sales  of  20%  to  40%.  The  greatest  net  loss  re- 
ported by  any  individual  wholesaler  in  1921  was  17.0  %  of 
net  sales;  his  stock-turn  was  2.7  times  in  1921. 

As  stated  above  the  average  net  loss  was  greater  in  1921 
than  in  1920.  For  the  two  hundred  twenty-nine  firms  re- 
porting in  both  years  the  average  net  loss  in  1920  was  0.7  % 
and  in  1921  2.0%  of  net  sales.  These  figures  also  agree  ap- 
proximately with  those  for  the  total  number  of  firms  re- 
porting in  both  years. 

In  Table  14,  a  more  detailed  analysis  is  given  of  the  net 
profit  or  loss  for  the  firms  reporting  in  both  years. 

TABLE  14 

Net  Profit  or  Loss,  1920-1921 —  229' Firms 

Net  Sales  =  100  % 

Number  of  Firms 
Net  Profit  or  Loss  1920  1921 

Net  Profit 89  47 

Net  Loss,  less  than  0.5  % 19  20 

0.5-0.9 38  13 

1.0-1.4 16  19 

1.5-1.9 16  17 

2.0-2.4 14  15 

2.5  and  over 37  98 

In  Table  15  the  common  figures  for  gross  profit  and  net 
loss  are  shown  for  the  wholesale  grocery  firms  grouped  ac- 
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cording  to  their  volume  of  sales.  This  indicates  that  gross 
profit  tended  to  be  somewhat  higher  in  1921  the  larger  the 
volume  of  sales. 

TABLE  15 

Gross  Profit  and  Net  Loss  in  1921  According  to 
Volume  of  Sales  —  344  Firms 

Net  Sales  =  100  % 

Volume  of  Net  Sales  Gross  Profit  Net  Loss 

Less  than  $500,000 9.0  %  2.1  % 

$500,000-$999,000 9.6  1.8 

$1,000,000-$1,999,000 9.7  2.1 

12,000,000  and  over , 10.0  1.8 

Table  16  shows  the  common  figures  for  gross  profit  and 
net  loss  for  wholesale  grocers  in  the  various  Federal  Reserve 
districts.  As  pointed  out  previously,  the  net  loss  was  lowest 
in  the  Boston  Federal  Reserve  district.  This  very  likely 
reflected  an  earlier  improvement  in  general  business  condi- 
tions in  that  district  than  in  the  districts  further  west. 

TABLE  16 

Gross  Profit  and  Net  Loss  in  1921  by  Federal 
Reserve  Disiricts 

Net  Sales  =  100  % 

District  Gross  Profit  Net  Loss 

Boston 9.8  %  1.0  % 

New  York 9.6  1.8 

Cleveland 9.4  1.8 

Richmond 9.2  1.4 

Atlanta 9.2  2.3 

Chicago 9.1  2.3 

St.  Louis 9.8  2.6 

Minneapolis 9.9  2.2 

Kansas  City 9.6  2.6 

San  Francisco 9.9  1.9 
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CASH  DISCOUNTS 

The  ratio  of  cash  discounts  taken  by  wholesale  grocers  in 
percentage  of  their  purchases  of  merchandise  as  shown  by  the 
reports  of  two  hundred  ninety-nine  firms  was  as  follows  in 
1921. 

TABLE  17 

Cash  Discounts  in  1921  —  299  Firms 
Purchases  of  Merchandise  at  Billed  Cost  =  100  % 

Percentage  of  Purchases  Number  of  Firms 

Less  than  1.0  % 35 

1.0-1.4 67 

1.5-1.9 160 

2.0  and  over 37 

RETURNS  AND  ALLOWANCES 

The  amount  of  merchandise  returned  in  1921  by  customers 
and  the  allowances  granted  to  customers  in  percentage  of 
gross  sales  are  indicated  in  Table  18.  Apparently  the  ratio 
of  returns  and  allowances  to  gross  sales  was  practically  the 
same  in  1921  as  in  the  preceding  year.  * 

TABLE  18 

Returns  and  Allowances 

Gross  Sales  =  100  % 

ah  Firms 
Percentage  of  Gross  Sales  Reporting 

1921 

Less  than  1.0  % 50 

1.0-1.4 54 

1.5-1.9 51 

2.0-2.4 39 

2.5-2.9 25 

3.0  and  over 49 

Total  number  of  firms  268  172        172 


Firms  Reporting 
in  Both  Years 
1920            1921 

34 

30 

34 

34 

30 

35 

25 

29 

24 

14 

25 

30 

35 


FINANCIAL  FIGURES 

Two  years  ago  the  Bureau  started  a  preliminary  investiga- 
tion of  credit  conditions  in  the  wholesale  grocery  trade  as 
shown  by  an  analysis  of  the  asset  and  liability  figures  re- 
ported in  the  financial  statements.  While  it  is  impossible 
to  draw  any  hard  and  fast  conclusions  from  the  brief  period 
that  has  been  covered,  nevertheless  these  credit  ratios  ap- 
pear to  have  some  significance. 

The  average  inventory  of  merchandise  on  hand  was  26.4  % 
less  on  December  31,  1921,  than  on  January  1,  1921,  ac- 
cording to  the  reports  of  three  hundred  forty  firms.  This 
drop  in  inventory  was  slightly  less  than  the  difference  be- 
tween sales  in  1920  and  in  1^21;  the  average  Sales  were  30  % 
less  in  1921  than  in  1920. 

An  examination  of  the  ratio  of  current  assets  to  current 
liabiHties  at  the  end  of  the  year  1921  indicates  an  improve- 
ment in  credit  conditions.  These  figures  are  summarized  in 
Table  19. 

Ratio  of  Current  Assets  to  Current  Liabilities 
(Firms  Reporting  in  Both  1920  and  1921) 


□   Current  assets  at  least  twice  the  current  liabilities 
fl   Current  assets  less  than  twice  the  current  liabilities 
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TABLE  19 

Ratio  op  Current  Assets  to  Current  Liabilities 
AT  End  of  Year  1921 

All  Firms  Firms  Reporting 

Ratio                                                         Reporting  in  Both  Years 

1921  1920           1921 

Less  than  1.0  times 1  0            1 

1.0-1.9 68  52         42 

2.0-2.9 76  76          46 

3.0-3.9 45  24          29 

4.0-4.9 30  9          17 

5.0-5.9 16  9          11 

6.0  and  over 85  36          60 

Total  number  of  firms         •       321  206        206 


In  only  one  case  were  the  current  assets  less  than  the  cur- 
rent liabiHties,  and  only  sixty-eight  other  firms  showed  a 
ratio  of  current  assets  less  than  twice  the  current  liabilities. 
Eighty-five  firms,  on  the  other  hand,  had  current  assets  at 
least  six  times  as  great  as  the  current  liabilities.  The  com- 
parison of  the  figures  for  the  firms  reporting  for  both  years 
showed  that  a  substantial  portion  of  the  firms  increased  the 
ratio  of  their  current  assets  to  current  liabilities.  At  the 
end  of  1920  thirty-six  firms  had  current  assets  six  times  their 
current  liabilities  whereas  sixty  firms  showed  a  ratio  as  high 
as  this  at  the  end  of  1921. 

The  amount  of  credit  extended  to  customers  appears  to 
have  been  relatively  greater,  however,  at  the  end  of  1921  than 
at  the  end  of  1920.  This  is  indicated  by  the  tabulation  of 
the  ratio  of  accounts  and  notes  receivable  at  the  end  of  the 
year  to  the  average  monthly  sales.  On  December  31,  1920, 
50..%  of  the  firms  that  reported  for  both  years  showed  ac- 
counts and  notes  receivable  greater  than  the  average  monthly 
sales;  on  December  31,  1921,  in  contrast,  73  %  of  these  same 
firms  showed  accounts  and  notes  receivable  greater  than  the 


37 


Ratio  of  Accounts  and  Notes  Receivable  to 
Average  Monthly  Sales 

(Firms  Reporting  in  Both  1920  and  1921) 


1920 


1921 


□    Accounts  and  notes  receivable  less  than  average  monthly  sales 
I    Accoiints  and  notes  receivable  greater  than  average  monthly 


average  monthly  sales.  On  December  31,  1920,  4  %  of  these 
firms  reported  accounts  and  notes  receivable  more  than  twice 
the  average  monthly  sales;  on  December  31,  1921,  13  %  of 
these  firms  reported  receivables  greater  than  the  average 
sales  for  two  months. 
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TABLE  20 

Ratio  of  Accounts  and  Notes  Receivable  at  End 
OF  Year  1921  to  Average  Monthly  Sales 


All  Firms 
Ratio  Reporting 

1921 

Less  than  0.5  times 4 

0.5-0.9 80 

1.0-1.4 129 

1.5-1.9 66 

2.0  and  over : 42 

Total  number  of  firms  321 


Firms  Reporting 
in  Both  Years 
1920            1921 

16 

3 

88 

52 

76 

81 

18 

43 

8 

27 

206 

206 
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Although  there  was  a  tendency  for  the  wholesale  grocers 
from  whom  reports  were  received  to  extend  longer  credit  to 
their  customers  at  the  end  of  1921  than  at  the  end  of  1920, 
nevertheless  the  indebtedness  of  these  firms  for  their  own 

Ratio  of  Accounts  and  Notes  Payable  to  Average 

Monthly  Purchases 

(Firms  Reporting  in  Both  1920  and  1921) 

1920  1921 

asot 


II 


rH    Accounts  and  notes  payable  less  than  average  monthly  purchases 
I   Accounts  and  notes  payable  greater  than  average  monthly  purchases 

purchases  was  no  greater.  The  following  table  indicates  that 
the  ratio  of  accounts  and  notes  payable  to  average  monthly 
purchases  was  approximately  the  same  on  December  31, 
1921,  as  on  December  31,  1920. 


TABLE  21 

Ratio  of  Accounts  and  Notes  Payable  at  End  op 
Year  1921  to  Average  Monthly  Purchases 

All  Firms 
Ratio  Reporting 

1921 

Less  than  0.5  times 83 

0.5-0.9 65 

1.0-1.4 63 

1.5-1.9 48 

2.0  and  over 62 

Total  number  of  firms  321 


Firms 

Reporting 

in  Both  Years 

1920 

1921 

49 

56 

50 

44 

44 

43 

33 

27 

30 

36 

206 

206 

39 

The  drop  in  prices  and  the  reduction  in  inventories  ap- 
parently had  released  capital  which  was  being  utilized  by  a 
majority  of  the  firms  to  meet  their  own  obligations  as 
promptly  as  in  the  preceding  year,  even  though  these  same 
firms  were  extending  longer  credit  to  their  own  customers. 
In  general,  these  figures  indicate  an  improvement  in  credit 
conditions  in  the  wholesale  grocery  trade  in  1921.  Although 
collections  from  customers  were  less  satisfactory,  this  was 
apparently  more  than  offset  by  the  liquidation  of  inventories. 

Despite  the  stronger  credit  position  of  the  trade,  the  analy- 
sis of  the  reports  on  operating  expenses  shows  that  the  whole- 
sale grocery  trade  in  the  year  1921  had  not  fully  solved  its 
problems  of  readjustment  to  the  period  of  lower  prices. 
Expenses  had  not  yet  been  brought  into  line  with  the  de- 
crease in  sales.  For  this  trade  the  figures  summarized  in  this 
bulletin  afford  a  concrete  example  of  the  difficulties  arising 
out  of  the  period  of  depression  and  also  of  their  effect  on  the 
duration  of  this  period.  It  is  probable  that  in  a  general  way 
they  are  typical  of  many  other  industries.  There  is  no  one, 
simple  way  of  overcoming  these  difficulties;  for  each  firm,  if 
it  is  to  continue  in  business,  must  find  means  of  reducing  its 
expenses  without  disrupting  its  organization  or  ruining  the 
morale  of  its  employees.  Even  though  sales  show  some  in- 
crease, apparently  many  months  are  required  for  successfully 
reducing  operating  expenses  to  the  new  price  level  by  the 
introduction  of  more  economical  methods.  Yet  such  reduc- 
tions are  an  essential  pre-requisite  for  general  business  re- 
covery. It  is  probable  that  the  conditions  shown  here  indicate 
one  of  the  chief  reasons  why  the  improvement  in  general 
business  conditions  has  proceeded  at  such  a  slow  rate  during 
the  last  year. 
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